In the light of evidence that poverty has been decreasing in all regions of the World with the exception of Africa, where about 45 percent of countries in Sub-Saharan Africa did not achieve the Millennium Development Goal (MDG) extreme poverty target. Therefore, this study assesses whether increasing foreign aid improves inclusive human development. The investigation is on 53 African countries for the period 2005-2012. The empirical analysis is based on (i) the Generalised Method of Moments (GMM) to control for persistence in inclusive human development, simultaneity and time-invariant omitted variables and (ii) Instrumental Variable Tobit Regressions to control for simultaneity and the limited range in the dependent variable. The adopted foreign aid variables are: 'humanitarian assistance', 'action on debt' 'aid for social infrastructure', 'aid to the productive sector', 'aid to the multi sector', 'aid for economic infrastructure' and 'programme assistance'. The following findings are established. From the GMM specifications, there are (i) synergy effects from 'aid to the productive sector' and a positive net effect from 'programme assistance' and (ii) negative net impacts from 'aid to social infrastructure' and human assistance, albeit with positive marginal effects. From Instrumental Variable Tobit regressions (i) there is a synergy effect from 'aid for economic infrastructure' and (ii) there are negative net impacts from 'aid for social infrastructure', 'aid to the productive sector' and human assistance, albeit with positive marginal effects. Policy implications are discussed. JEL Classification: B20; F35; F50; O10; O55
Introduction
The positioning of this inquiry on whether increasing foreign aid would enhance inclusive human development in Africa is motivated by four main factors, namely: (i) increasing noninclusive development in Africa; (ii) the central role of inclusive human development in the post-2015 sustainable development agenda, (iii) calls for foreign aid to be increased in order to help poor countries achieve the Sustainable Development Goals (SDGs) and (iv) gaps in the literature.
First, over the past two decades while the African continent has enjoyed a growth resurgence that began in the mid-1990s (see Fosu, 2015a) , the benefits of economic prosperity has not trickled down to the poor for inclusive human development. This worrisome fact has recently been substantiated by a World Bank report on the Millennium Development Goal (MDG) extreme poverty target which has shown that such has been decreasing in all regions of the world with the exception of Sub-Saharan Africa (SSA). In this sub-region, 45 percent of nations were substantially off-track from achieving the MDG extreme poverty target (World Bank, 2015) . In response to this inequality and poverty trend in Africa, Kuada (2015) has suggested a paradigm shift to 'soft economics' (or human capability development) as means of understanding the non-inclusive development tendencies in Africa. It is important to note that, though in a more contemporary context, the suggestion of Kuada is almost identical with the suggestion from Amartya Sen (1997 Sen ( , 1999 . Moreover, Sen first proposed and elaborated the concept of "human capability" (Sen, 1979a (Sen, , 1979b and the notion of "development as capability expansion" in later years.
Second, the relevance of the investigation also builds on challenges to the post-2015 sustainable development agenda which for the most part are centred on the imperative to reverse world exclusive development trends and which consolidate global inclusive development tendencies. The growth-'exclusive development' relationship in Africa falls within the former framework. In theory, the conception, definition and measurement of 'inequality adjusted human development' that is used as the outcome variable (see Section 3)
is consistent with at least six of the seventeen SDGs, namely: Goal 1(end poverty in all its forms everywhere), Goal 2 (end hunger, achieve food security and improved nutrition and promote sustainable agriculture),Goal 3 (ensure healthy lives and promote well-being for all ages),Goal 4 (ensure inclusive and equitable quality education and promote lifelong learning opportunities for all),Goal 8 (promote sustained, inclusive and sustainable economic growth, full and productive employment and decent work for all) and Goal 10 (reduce inequality within and among countries) 1 .
Third, there are growing calls for more targeted foreign aid in Africa in order to (i) correct non-inclusive issues encountered in the MDGs and (ii) address concerns of inclusive development like poverty reduction and employment enhancement in the post-2015 development agenda (see Simpasa et al., 2015; Asongu & Nwachukwu, 2016a) .
Fourth, this inquiry also addresses a relevant gap in the literature, notably: the lack of a study that has investigated whether increasing development assistance can enhance inclusive human development in Africa. The two main strands in the literature have included (i) policies through which foreign aid can be reinvented and (ii) debates on the relevance of foreign aid in development outcomes.
With respect to the former perspective, both qualitative and quantitative literature has been substantially documented on how development assistance can be reinvented for more effective outcomes in development (Easterly, 2008) . This stream of literature includes: the Sachs experiment of eliminating poverty and cost effectiveness schemes by the World Bank (see Banerjee & He, 2008) ; amputation, intensification and 'policy change'-related reforms (see Pritchett & Woolcook, 2008) ; Randomised Control Trials (Duflo & Kremer, 2008) ; imperatives for more rigorous evaluations (Pritchett, 2008) ; less emphasis on 'planning for solutions' and more emphasis on 'searching for solutions' (Easterly, 2006) ; 'aid vouchers' for incentives in better/competitive delivery of aid services (Easterly, 2002 (Easterly, , 2008 ; new global initiatives (see Radelet & Levine, 2008) and Advanced Purchase Commitment (Kremer, 2008 Gyimah-Brempong & Racine, 2014; Kargbo & Sen, 2014; Asiedu, 2014) , there are also perspectives in the literature that are pessimistic on the role of development assistance in African development (Marglin, 2013; Obeng-Odoom, 2013; Titumir & Kamal, 2013; Monni & Spaventa, 2013; Wamboye et al., 2013; Ghosh, 2013; Krause, 2013; Banuri, 2013) .
In the light of the above, the purpose of this inquiry is not to engage in the debate about whether foreign aid is positive or not in development outcomes. The study is more concerned with how increasing various categories/types of foreign aid affect inclusive human development.
The rest of the study is structured as follows. Section 2 involves the theoretical underpinnings and motivation for reinventing development assistance while Section 3 covers the data and methodology. The results are presented and discussed in Section 4 whereas Section 5 concludes with policy implications and remarks on future research directions.
Theoretical Underpinnings and Reinvention of Foreign Aid
The theoretical connections between foreign aid channels and inclusive development in poor countries are based on two main theoretical underpinnings which have been documented to elicit the: African poverty tragedy and effectiveness of foreign aid in development outcomes (see Asongu & Nwachukwu, 2016a) .
First, consistent with Kuada (2015) , the growing levels of poverty in Africa invite a substantial rethink of development paradigms on the continent. The author has proposed a shift towards 'soft economics' (or human capability development) as a means of understanding poverty in Africa. The proposed shift in paradigm from strong economics (or structural adjustment policies) is broadly consistent with the 'foreign aid'-oriented theoretical propositions from Asongu and Jellal (2016) which suggest that inclusive development and economic growth can be enhanced in the continent if foreign aid is channelled via mechanisms that reduce the taxation burden borne by the private sector. Moreover, the paradigm from Kuada (2015) for eliciting the absence of inclusive development and high unemployment in Africa is in line with a recent stream of African development literature on the need to reinvent foreign aid in order to address challenges in the post-2015 sustainable development agenda (see Simpasa et al., 2015; Page & Söderbom, 2015; .
Second, it is important to also examine why reinventing foreign aid for non-exclusive development is relevant in contemporary development literature. Accordingly, the growing request in scholarly circles for foreign aid to be reinvented for inclusive and sustainable development has coincided with the Piketty's celebrated book that has joined the stream of literature (e.g., Fields [2001] ) debunking Kuznets' conjectures. Asongu (2016) has surveyed about 200 recently published scientific studies and argued that developed countries should use foreign aid to orient developing countries within the framework of Piketty; i.e. that inequality increases with industrialisation. This is contrary to the foundations of Kuznets on an inverted U-shape relationship between inequality and industrialisation. The underlying suggestions are deeply motivated by (i) the inability of most African countries to achieve the MDG extreme poverty target and (ii) continental challenges in the post-2015 sustainable development agenda. motivated by the need to restrict instrument proliferation and limit over-identification in an adopted estimation approach or Generalised Method of Moments (GMM). The justification of periodicity has also been used in recent literature on the relationship between inclusive development and development assistance (see Asongu & Nwachukwu, 2016a) . Within the framework of our study, we notice from a preliminary investigation that (i) a higher number of years in every cross section (or T) biases estimated coefficients because of the proliferation of instruments and (ii) a T with a maximum value of 8 ensures that instruments are not higher than the number of cross sections, in post-estimation diagnostics (see Section 4). It is interesting to note that, the rule of thumb needed to avoid a rise in the number of instruments is that they should not be higher than the number of periods in cross sections. The adopted variable to be explained is the inequality-adjusted human development index (IHDI). This dependent indicator is in line with recent inclusive development literature (see Asongu et al., 2015) . The Human Development Index (HDI) controls for the national average of achievements in three main areas. They are (i) "decent" standards of living, (ii) knowledge and (iii) long life and health. In addition to controlling for benefits in domains of income, education and health, the IHDI further controls for the distribution of these achievements among the population by accounting for the mean value of each dimension with regards to inequality. Both the HDI and IHDI are in Gross National Income (GNI)per capita adjusted for purchasing power parity (PPP US $). Table 1 , a plethora of aid explanatory variables are adopted by the study in the quest to account for heterogeneity in development assistance. Accordingly, there are growing calls in scholarly circles to account for types and sectors of foreign aid in order to provide a more complete view of the role of foreign aid in development outcomes (see Quartey & Afful-Mensah, 2014; Asiedu & Nandwa, 2007) . The selected development assistance indicators include: humanitarian assistance, action on debt, programme assistance, aid to the multi sector, aid to the productive sector aid for economic infrastructure and aid for the social infrastructure 2 .
Data and Methodology

1 Data
As shown in
Since, multiple foreign aid variables are involved; they are also used complementarily as control variables. Two more control variables are added in order to enhance the control for variable omission bias 3 . (1) GDP per capita is chosen as a variable of control because it logically has a high degree of substitution with GNI per capita which is a component of the HDI.
(2) Globalisation in the perspective of trade openness has been established to influence inclusive development (Mshomba, 2011; Asongu, 2013; Chang, 2008; Stiglitz, 2007) .
The summary statistics, definitions and sources of the variables are presented in Table   1 . From the summary statistics, it is apparent that the variables can be compared from the perspective of mean values. Furthermore, based on corresponding variations, reasonable linkages are expected to emerge. The foreign aid indicators are defined in terms logarithms in order to ensure that means and corresponding standard deviations are comparable.By taking all the foreign aid indicators in logarithms, we make an implicit assumption that foreign aid has diminishing marginal returns on IHDI. Such a theoretical assumption is consistent with our results which will be discussed in terms of marginal and net effects.
The indicators of foreign assistance denote disbursements of multilateral aid from the Development Assistance Committee (DAC) countries. Table 2 discloses a correlation matrix which provides us with insights into expected signs and helps the study to avoid potential issues of multicollinearity. It is essentially because there is some degree of substitution among the aid indicators that these indicators are used in distinct sets of specifications in order to avoid multicollinearity concerns which affect expected relationships.
2 It is important to note that various aid components affect the dependent variable in various ways. For instance, 'aid to the productive sector' may more likely affect the income component of the dependent variable compared to 'humanitarian aid' which could save lives and increase the 'life expectancy' component of the dependent variable. 3 It important to note that in order to avoid instrument proliferation and limit over-identification, some recent studies based on GMM have not included control variables (see Osabuohien & Efobi, 2013, p. 303 
Methodology
3.2.1Generalised Method of Moments
There are five main justifications for the choice of the GMM estimation approach.
While the first-two are basic requirements for the employment of the GMM approach, the last-three are related advantages. First, the modelling strategy enables us to control for persistence in inclusive human development. Accordingly, the correlation between the IHDI and its corresponding first lag is 0.9876 which surpasses the 0.800 threshold needed to ascertain persistence in a dependent variable. Second, the N(53)>T(8) criterion needed to employ the GMM technique is fulfilled because the number of time series in each cross section is lower than the number of cross sections. Third, the modelling approach enables the study to account for potential endogeneity by controlling for (i) the unobserved heterogeneity with time invariant omitted variables and (ii) simultaneity in all regressors by employing instrumented explanatory variables. Fourth, cross-country variations are controlled in the regressions. Fifth, consistent with Bond et al. (2001) , the system GMM estimator (Arellano & Bond, 1995; Blundell & Bond, 1998) corrects for biases associated with the difference estimator (Arellano & Bond, 1991) .
In this study, we adopt an extension of Arellano and Bover (1995) by Roodman (2009a Roodman ( , 2009b which uses forward orthogonal deviations instead of first differences because it has been shown to limit instrument proliferation and restrict over-identification (see Love & Zicchino, 2006; Baltagi, 2008; Asongu & De Moor, 2017) . The two-step process in its place of a one-step approach is adopted in order to control for heteroscedasticity because the one-step process is consistent with homoscedasticity.
The following equations in levels (1) and first difference (2) summarize the standard system GMM estimation procedure.
Aid , is foreign aid (which includes 'aid for social infrastructure', 'aid for economic infrastructure', 'aid to the productive sector', 'aid to the multi-sector', programme assistance, action on debt and humanitarian assistance) of country i at period t ; 0  is a constant; represents the coefficient of auto-regression; W is the vector of control variables , i  is the country-specific effect, t  is the time-specific constant and t i,  the error term.
Identification, simultaneity and exclusion restrictions
In the GMM specification, it is relevant to engage concerns surrounding identification, simultaneity and exclusion restrictions. Consistent with recent literature (see Asongu& Nwachukwu, 2016c; Dewan & Ramaprasad, 2014) , all explanatory variables are considered as predetermined or suspected variables while time-invariant omitted variables are assumed to exhibit strict exogeneity. In essence, it is unfeasible for years or time-invariant omitted variables to become endogenous in difference (see Roodman, 2009b) . Therefore, the procedure for treating time invariant omitted variables is (or ivstyle) is 'iv(years, eq(diff))'
whereas the gmmstyle is used for the predetermined or suspected endogenous variables.
The issue about simultaneity is tackled with lagged regressors that are used as instruments for forward differenced indicators. Accordingly, Helmet transformation is used to purge fixed effects that are likely to be associated with error terms and which could potentially bias the examined connections (Arellano & Bover, 1995; Love & Zicchino, 2006) .
The discussed transformations consist of employing forward mean-variations of variables which is different from the process of deducting previous observations from contemporary ones (see Roodman, 2009b, p. 104) . This conversion ensures parallel or orthogonal conditions between forward-differenced variables and lagged values. Regardless of the number of lags, data loss is avoided by computing the discussed transformations for all observations with the exception of the last for each cross section: "And because lagged observations do not enter the formula, they are valid as instruments" (Roodman, 2009b, p. 104 Beck et al., 2013; Asongu & Nwachukwu, 2016d) , with the GMM procedure that is based on forward orthogonal deviations, the information criterion that is employed to investigate whether time invariant omitted indicators are strictly exogenous is the DHT. Hence, on the basis of above clarification, the exclusion restriction hypothesis is confirmed if the alternative hypothesis of the DHT connected with IV(year, eq[diff]) is rejected.
Instrumental Tobit regressions
The standard Tobit model is also adopted in order to investigate the nexus between increasing foreign aid and inclusive human development. Given that the IHDI theoretically falls between 0 and 1, estimation by Ordinary Least Squares (OLS) is inappropriate. A double-censored Tobit model is therefore employed to control for the limited range in the outcome indicator The standard Tobit model (Tobin, 1958; Carsun & Sun, 2007 ) is as follows:
where * ,t i y is a latent response variable, 
where  is a non stochastic constant. In other words, the value of * ,t i y is missing when it is less than or equal to  .
The concern about endogeneity is addressed by using an instrumental variable Tobit model.
The instrumentation procedure for foreign aid variables is in Eq. (5) below.  the error term. The instrumentation procedure consists of regressing the foreign aid independent variables of interest on their first lags and then saving the fitted values that are subsequently used as the main independent variables in Eq. (2). The specifications are Heteroscedasticity and Autocorrelation Consistent (HAC) in standard errors.
Since, the estimation strategy is concerned with interactive regressions; it is relevant to briefly engage potential drawbacks that could be associated interactive specifications. In accordance with Brambor et al (2006) , all constitutive explanatory indicators should enter into the specifications. Moreover, for the estimated coefficients to have economic meaning, they should be interpreted as marginal impacts.
Empirical results
Tables 3-4 present GMM findings whereas Table 5 -6 report Tobit estimation results.
Whereas Table 3 and Table 5 disclose findings associated with four foreign aid indicators Table 4 and Table 6 report results related to three aid indicators. Each development assistance indicator is connected to two specifications which are contingent on changing conditioning information sets in order to tackle the discussed concern of instrument proliferation. Accordingly, while in the first sets of specifications, the number of instruments is less than the number of cross sections, in the second groups of specifications, the number of instruments is equal to the number of countries. It is important to note that a rule of thumb required to avoid post-estimation proliferation of instruments is that the number of instruments should not exceed the number of cross sections 4 . It follows that augmenting the number of control variables also concurrently increases the corresponding number of instruments. Hence, not all alternative development assistance indicators are incorporated as control variables due to issues of multicollinearity that are highlighted in bold in the correlation matrix (see Table 2 ).
Four principal information criteria are employed to investigate the validity of the GMM model with forward orthogonal deviations 5 .The findings are discussed in terms of 4 We note that this rule of thumb is not violated when the instruments are equal to the number of cross sections. 5 "First, the null hypothesis of the second-order Arellano and Bond autocorrelation test (AR(2) ) in difference for the absence of autocorrelation in the residuals should not be rejected. Second the Sargan and Hansen overidentification restrictions (OIR) tests should not be significant because their null hypotheses are the positions that instruments are valid or not correlated with the error terms. In essence, while the Sargan OIR test is not robust but not weakened by instruments, the Hansen OIR is robust but weakened by instruments. In order to restrict identification or limit the proliferation of instruments, marginal and net effects of foreign aid. For example in the third column of Table 3, we have ensured that instruments are lower than the number of cross-sections in most specifications. Third, the Difference in Hansen Test (DHT) for exogeneity of instruments is also employed to assess the validity of results from the Hansen OIR test. Fourth, a Fischer test for the joint validity of estimated coefficients is also provided" (Asongu & De Moor, 2017, p.200 0.0006** 0.002*** 0.001** 0.001*** 0.001* 0.002*** (0.042) (0.000) (0.026) (0.000) (0.051) (0.000) HumanAssis(Ln) -0.0007 0.004*** -0.001 0.003*** -0.0006 -0.002** (0.494) (0.000) (0.163) (0.000) (0.691) (0.029) ProgAssis(Ln) ×ProgAssis(Ln) -0.0004 -0.001*** --- Before we conclude, it is important to note that by defining the aid variables in terms of logarithms, there has been an implicit assumption that foreign aid has diminishing marginal returns on IHDI. Hence, it is relevant to investigate whether this assumption is verified in our findings given that they are discussed in terms of marginal and net effects. Whereas this hypothesis is only confirmed for 'programme assistance' in GMM-related regressions, the use of logarithms was essential to make the variables involved comparable.
Concluding Implications and Future Research Directions
In the light of evidence that poverty has been decreasing in all regions of the World with the exception of Africa, where about 45 percent of countries in Sub-Saharan Africa did not achieve the MDG extreme poverty target, this study has assessed whether increasing foreign aid improves inclusive human development. The investigation is on 53 African countries for the period 2005-2012. The empirical evidence is based on the use of (i) the Whereas the positive impact of development assistance is in accordance with a recent strand of optimistic literature (see Kargbo & Sen, 2014; Brempong & Racine, 2014; Asiedu, 2014) , the negative effects of foreign aid are in line with a pessimistic strand of the literature (see Monni & Spaventa, 2013; Marglin, 2013; Titumir & Kamal, 2013; Wamboye et al., 2013) . It follows that the development outcomes of foreign aid remain open to debate in empirical literature. Unfortunately, for three principal reasons, it is not the purpose of this study to be involved in the ongoing debate. First, development assistance can be understood as a policy whose outcome substantially depends on the manner in which it is implemented.
Hence, it is myopic to simplistically qualify the phenomenon as either good or bad for developing countries. On the contrary, empirics should be engaged on how such policy can be changed, maintained or improved. Second, Sustainable Development Goals (SDGs) require the wealthy industrialised countries to help poor nations in their contributions to the 17 universal objectives. Third, while development assistance could be tailored towards achieving some strategic ambitions of Donor countries, recipient governments are at least as much responsible for the outcome of funds that are disbursed by these Donor nations.
With the history of Africa's over reliance on foreign aid for development purposes, the findings of this study have some implications for multilateral agencies of development that are channelling development assistance. For example, the African Development Bank has a strategic focus of investing in infrastructural development for non-exclusive development.
Hence, synergy effects from 'aid to the productive sector' and 'aid for economic infrastructure' can be leveraged for enhanced inclusive growth and development in the continent. In the light of these clarifications, continuous support by Donor countries of schemes underpinning the discussed strategic focus by multilateral development agencies is a step in the right direction.
When the findings are considered within a broader framework of contemporary challenges to sustainable development, foreign aid can be useful in charting developing countries toward inclusive industrialisation/capitalism as well as in debunking/clarifying provocative titles like 'foreign aid follies' (Rogoff, 2014) and/or sceptical conclusions from substantive surveys on the development outcomes of development assistance (Doucouliagos & Paldam, 2008 , 2009 Services and the Diaspora Investment in Agriculture initiative. As caveat to this inquiry, while some foreign aid has conditionalities attached to them, requiring specific types of action or commitment, others do not. No distinction is made between these two types of development assistance. Such conditionalities may have strong implications for the results and could also be the object of a future empirical analysis.
